
1 

OF ARIZONA PUBLIC SERVICE 
COMPANY FOR AN EMERGENCY 
INTERIM RATE INCREASE AND FOR 
AN INTERIM AMENDMENT TO 
DECISION NO. 67744 

2 

NOTICE OF FILING OF THE 
SUMMARY OF THE DIRECT 
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1 F E N N E M O R E  C R A I G  

BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 

JEFF HATCH-MILLER, Chairman 
MARC SPITZER 
WILLIAM A. MUNDELL 
MIKE GLEASON 
KRISTIN K. MAYES 

CHOICE AND COMPETITION 

Phelps Dodge Mining Company and Arizonans for Electric Choice and 

Competition, through undersigned counsel, hereby provide Notice of Filing the Summary 

of Direct Testimony of their witness, Kevin C. Higgins, in the above-captioned docket. 

RESPECTFULLY SUBMITTED this 1 7th day of March 2006. 

FENNEMORE CRAIG, P.C. 

Patrick J. Black 
3003 N. Central Avenue, Ste. 2600 
Phoenix, AZ 85012-2913 

Attorneys for Phelps Dodge Mining Company and 
Arizonans for Electric Choice and Competition 

ORIGINAL and 13 COPIES of the foregoing 
FILED this 17th day of March 2006 with: 

Docket Control 
ARIZONA CORPORATION COMMISSION 
1200 West Washington 
Phoenix, Arizona 85007 
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1774869 1123040.041 
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FENNEMORE CRAIG 
P R O F E S s l D N A L  CORPORATI (  

P H O L N I K  

COPY of the foregoing was 
HAND-DELIVEREDE-MAILEDMAILED 
this 17th d2y ofM2rch 2006 to: 

LYNFARMER 
CHIEF ADMINISTRATIVE LAW JUDGE 
HEARING DIVISION 
ARIZONA CORPORATION COMMISSION 
1200 WEST WASHINGTON 
PHOENIX, ARIZONA 85007 

THOMAS L. MUMAW (Thomas.Mumaw@pinnaclewest.corn) 
PINNACLE WEST CAPITAL CORP0RA"T;ON 
P.O. Box 53999, MS 8695 
PHOENIX AZ 85072-3999 

DEBORAH R. SCOTT (DRScott@,swlaw.com) 
SNELL & WILMER 
ONE ARIZONA CENTER 
400 E. VAN BUREN STREET 
PHOENIX AZ 85004-2202 

BARBARA A. KLEMSTINE (Barbara.Klemstine@,APS I .corn) 
MANAGER, REGULATORY AFFAIRS 
ARIZONA PUBLIC SERVICE 
MAIL STATION 9909 
P.O. BOX 53999 
PHOENIX, AZ 850972-3999 

SCOTT WAKEFIELD 
RUCO 
11 10 W. WASHINGTON STREET, STE. 220 
PHOENIX AZ 85007 

WALTER W. MEEK 
ARIZONA UTILITY INVESTORS ASSN. 
2100 N. CENTRAL AVENUE, STE. 210 
PHOENIX AZ 85004 

MICHAEL M. GRANT 
GALLAGHER & KENNEDY, P.A. 
2575 EAST CAMELBACK ROAD 
PHOENIX, ARIZONA 850 16-9225 
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FENNEMORE CRAIG 
P K O P L S S I O N A L  C O K Y O R A T I O :  

P i l O L N l X  

LAWRENCE V. ROBERTSON, JR. 
MUNGER CHADWICH 
333 NORTH WILMOT, STE. 300 
TUCSON, ARIZONA 857 1 1 
(Mesquite Power, L.L.C., 
Bowie Power Station, L.L.C.) 

ROBERT W. GEAKE 
ARIZONA WATER COMPANY 
PO BOX 29006 
PHOENIX AZ 85038 

TIMOTHY H. HOGAN 
ARIZONA CENTER FOR 

LAW IN THE PUBLIC INTEREST 
202 E. MCDOWELL ROAD, STE. 153 
PHOENIX AZ 85004 

ERIC C. GUIDRY 
WESTERN RESOURCE ADVOCATES 
2260 BASELINE ROAD, STE. 200 
BOULDER, COLORADO 80302 

MICHAEL PATTEN 
ROSHKA DeWULF & PATTEN 
400 E. VAN BUREN, STE. 800 
PHOENIX AZ 85004 

MICHELLE LIVENGOOD 
UNISOURCE ENERGY SERVICES 
ONE SOUTH CHURCH STREET, STE. 200 
TUCSON AZ 85702 

JAY I. MOYES 
Moyes Storey 
1850 N. CENTRAL AVENUE, STE. 1 100 
PHOENIX AZ 85004 

KENNETH R. SALINE, P.E. 
K. R. SALINE & ASSOC., PLC 
160 N. PASADENA, STE. 101 
MESA, AZ 952-1 

MICHAEL A. CURTIS 
WILLIAM P SULLIVAN 
CURTIS, GOODWIN, SULLIVAN, UDALL & 
SCHWAB. PLC 
2712 N. 7th STREET 

(Town of Wickenburg) 
PHOENIX A 2  85006- 1090 
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FENNEMORE CRAIG 
P K O F F S S I O N A I .  C O R P O R A T I 0 1  

P H O E N I X  

CYNTHIA ZWICK 
ARIZONA COMMUNITY 

ACTION AS SOCIATION 
2700 N 3RD STREET, STE. 3040 
PHOENIX AZ 85004 

KAREN S. WHITE, LT. COL., USAF 
CHIEF, AIR FORCE 

139 BARNES DRIVE 
TYNDALL AFB, FL 32403 
(Federal Executive Agencies) 

UTILITY LITIGATION TEAM 
AFLSA/JACL-ULT 

NICHOLAS J. ENOCH 
LUBIN & ENOCH 
349 N. FOURTH AVENUE 
PHOENIX AZ 85003 
(IBEW Locals 387,640, and 769) 

GREG PATTERSON 
ARIZONA COMPETITIVE POWER ALLIANCE 
916 WEST ADAMS, STE. 3 
PHOENIX AZ 85007 

CHRISTOPHER KEMPLEY, CHIEF COUNSEL 
LEGAL DIVISION 
ARIZONA CORPORATION COMMISSION 
1200 WEST WASHINGTON STREET 
PHOENIX, AZ 85007 

ERNEST G. JOHNSON, DIRECTOR 
UTILITIES DIVISION 
ARIZONA CORPORATION COMMISSION 
1200 WEST WASHINGTON STREET 
PHOENIX, AZ 85007 

By: 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

n the Matter of the Application of Arizona ) 
'ublic Service Company for an Emergency ) Docket No. E-01345A-06-0009 
nterim Rate Increase and for an Interim ) 
lmendment to Decision No. 67744 ) 

Summary of the 

Direct Testimony of Kevin C. Higgins 

on behalf of 

Phelps Dodge Mining Company and 

Arizonans for Electric Choice & Competition 

March 17,2006 
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SUMMARY OF KEVIN C. HIGGINS DIRECT TESTIMONY 

My testimony addresses APS’s request for an emergency interim rate increase and 
recommends adjustments to the Company’s proposal that I believe are necessary 
to ensure results that are just and reasonable. 

In my opinion, it is appropriate to allow an emergency interim rate increase 
sufficient to permit APS to attain a FFO/Debt Ratio of 18 percent in 2006. I 
calculate that this ratio can be attained through an emergency rate increase of 
$126 million in calendar-year 2006, which is 55.6 percent of the emergency 
increase requested by APS. If implemented on May 1,2006, this incremental 
revenue can be collected with an emergency rate increase of approximately 7.8 
percent (as measured against rates exclusive of PSA charges). In making this 
calculation, I have assumed that the Step I PSA Surcharge requested by APS on 
February 2,2006, is implemented on May 1,2006, an action that I believe is 
appropriate under the PSA mechanism 

I disagree with APS’s proposal to establish a new base energy rate in this 
proceeding, as this would allow APS to avoid having to absorb its 10 percent 
share of the cost differential between the current base energy rate and its new 
proposed energy rate. Instead, the base energy rate should remain at the level 
established in the last general rate case, and any revenues collected from the 
emergency surcharge should be applied as a credit against the PSA Annual 
Tracking Account. In this way, the surcharge could be set to recover the 90 
percent cost-share assignable to customers, with the remaining IO percent 
assigned to APS per the PSA mechanism. The new base energy rate would then 
be established in the upcoming general rate case. 

The flat, cents-per-kWh design of APS’s proposed interim surcharge is not 
reasonable in the context of an emergency filing. Although APS has advertised its 
proposed increase as being “14 percent”, the design of the Company’s proposal 
would actually raise rates for many industrial customers by well over 20 percent. 
In my opinion, it is inappropriate in the context of an emergency rate filing - with 
its limited record and restricted opportunity for analysis - to levy disproportionate 
increases on different customer groups. If an emergency increase is granted, the 
only appropriate rate design would be an equal percentage increase for all 
customer groups, which consistent with other interim increases documented in my 
testimony. This can be achieved through an equal percentage surcharge on total 
customer bills, which is the approach I recommend here. 

In summary, I believe an emergency rate increase is in the public interest, but 
should be modified in four important ways from what APS has proposed: 

I 44 0 The emergency increase should be smaller than APS has requested; 
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The base energy rate should not be changed until the resolution of the general 
rate case; 
The emergency surcharge should be levied on an equal percentage basis; and 
Any revenues collected from the emergency surcharge should be applied as a 
credit against the PSA Annual Tracking Account. 
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